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This document summarizes a potential commercial real estate investment in the City of Frederick. it 

includes an in-depth market study, planning and policy evaluation, design review, construction schedule 

and planning, financial evaluation, and a marketing plan.  
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EXECUTIVE SUMMARY 
 

INTRODUCTION 

KMK Development is currently soliciting an investment opportunity that can generate returns of up to 

19% on equity.  The project entails a mixed-use real estate development for residential rental units and 

ground floor retail located in Frederick, Maryland. To accomplish this project KMK Development has 

established a relationship with The City of Frederick to expedite acquisition and to fulfill the ǇǊƻƧŜŎǘΩǎ 

development potential. The ǇǊƻƧŜŎǘΩǎ expected stabilization is projected for Fall 2017 if KMK can develop 

investor interest by the close of 2014.  

 

PROJECT SUMMARY 

KMK development was first introduced to this project when they discovered that the City released a 

request for proposal (RFP) for a 0.39-acre site in 2009. The attempt to develop the land failed and the 

City remains with a vacant site today.  KMK development decided to reevaluate the RFP and assess the 

/ƛǘȅΩǎ economic goals to determine the best possible use for the site. KMK came to the conclusion that 

the 0.39-acre site was not sufficient to propose development. The best option would be to acquire 

surrounding lots to maximize the development and expose the project to its full potential. To 

accomplish the projectΩs acquisition goals, KMK came to an agreement with the City of Frederick. If 

necessary, the agreement would allow the City to assist with acquisition using eminent domain if KMK 

fails to finalize agreements with all existing land owners. 

 

The site sits at the northwest corner of the East All Saints Street and South Carroll Street intersection.  

The ǎƛǘŜΩǎ ƴorth end abuts Carroll Creek Park, a recently completed brick promenade. Carroll Creek Park 

is fantastic amenity that has reinvigorated downtown Frederick, spawning private investment and 

increasing the /ƛǘȅΩǎ economic vitality. 

 

Existing Conditions and Constraints 

The project as newly proposed would include nine individual lots totaling 1.74 acres. In addition, the 

proposed site includes seven existing structures, six of which are contributing structures to the CityΩǎ 

downtown historic district. The site is zoned DB (Downtown Commercial/Residential), which is intended 

to encourage development of the CƛǘȅΩǎ downtown commercial area.  The site also falls within the 
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Carroll Creek Park Overlay, which increases design regulations and restrictions to protect the integrity 

and image along the park.  

 

KMK consultants considered these regulations and determined that the project would be allowed to 

develop the proposed site with a maximum density of 130 units. Due to the siteΩǎ complexity and 

inclusion of historic structures, the development could only yield 122 units and 35,000 retail square feet. 

Another consideration is the amount of parking that can be accommodated on the site. Fortunately, DB 

zoning allows for a 50% reduction in parking bŀǎŜŘ ƻƴ ǘƘŜ ǎƛǘŜΩǎ location and its proximity to public 

parking garages and transportation. 

 

Market Analysis 

The projectΩs residential and retail mix will be the first of its kind in Frederick and there were concerns 

that the market would accept a project offering luxury residential rental units and urban retail.  To 

better understand the market, KMK researched market comps in the luxury, upper-tier niche and 

discovered empirical data that proved demand in the market area. The market comps were developed 

using REIS software and reliable Internet sources while empirical data gathered from Census and US 

Labor statistics.   

 

The market comps include six different garden-style apartment communities just outside the City of 

Frederick. These communities average a 2.5% vacancy rate in 1,200 units, indicating demand. In terms of 

empirical data of 9,054 households, the proposed projectΩs market affordability ranges from household 

incomes of $50K to $150K. Those within that range can afford rents of $1,200 a month, and are 

currently renting come to a sum to of 7,324 units. This leaves approximately 1,800 to 2,000 families or 

individuals that are in search of housing and yields demand in the market.  

 

Design 

The ǇǊƻǇƻǎŀƭΩǎ design includes new construction and historic renovation to develop a dynamic site that 

ōŜƴŜŦƛǘǎ ǘƘŜ ƎǊƻǿǘƘ ƻŦ CǊŜŘŜǊƛŎƪΩǎ ŘƻǿƴǘƻǿƴΦ ¢ƘŜ ƴŜǿ ŎƻƴǎǘǊǳŎǘƛƻƴ ǿƛƭƭ ōŜ a five-story building 84,648 

residential square feet and a portion of the ground floor retail (16,380 square feet). The retained historic 

buildings will be renovated and add to retail ground floor square footage, as well as create unique 

entryways to the residential mid-rise building. To support on-site parking and meet the zoning 
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requirement, a three-story parking garage will sit between existing historic structures and the residential 

building. The parking garage will have a green roof. 

 

The projectΩǎ 122 residential units will be a 1-2-2 mix of efficiency studios, one-bedroom apartments, 

and two-bedroom apartments. The average size for each unit will be 800 square feet for a total 97,000 

square feet of net rental space. The ground floor retail mix will initially fit out for six different lease 

locations that amount to 35,000 square feet of net rental space. The leases will be for one mid-sized 

12,500-square foot anchor and five non-anchor tenants ranging from 3,200 to 5,000 square feet.  

 

Construction 

The estimated construction costs range due to the type of work. To start, construction of the concrete 

ground floor podium of the new building is estimated at $85/sf, totaling $1.4M. The residential stick 

built construction above the podium is estimated at $125/sf, totaling $11.3M. The historic residential 

rehab comes at a premium, a contingency that must be considered during construction, for an estimate 

of $133/sf, totaling of $1.8M. The historic retail is estimated at $85/sf, totaling $1.8M. The parking 

garageΩǎ 125 spaces are estimated at $16,500 per space, approximately $55/sf, totaling $2.7M. Finally, 

the ƎŀǊŀƎŜΩǎ green roof is estimated at $68/sf totaling $340K. The total hard costs for the project come 

to $20.5M.  

 

Financial Analysis 

This is a long-term project, so KMK has made a conservative financial evaluation. KMKΩǎ ŀƎǊŜŜƳŜƴǘ with 

the City has relieved some risks during the acquisition process, which was one of the largest unknowns. 

The evaluations for the income estimates were determined by market data that KMK feels is highly 

reliable. The average income for the residential portion of the project is about $1.78/sf for a total 

potential income of $2.1M. The ǇǊƻƧŜŎǘΩǎ retail portion is estimated at $30.12/sf for an annual income of  

$1.1M. Expenses for the residential units average about $5,127 per unit annually. Expenses for the retail 

portion will be triple net (NNN) so all expenses will be passed through to the tenant. Once the project is 

stabilized (open and operating at 100% rental), we expect a net operating income of $2.1M by the close 

of year one.  

 

The project begins with the acquisition costs estimated to be $6.8M, based on recent lot sale values or 

state tax value. The total hard costs for construction are estimated for a sum of $20.5M. The additional 
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soft costs are estimated to be $2.2M. The developer fee is 7% of the project costs, a sum of $1.8M.  The 

ǇǊƻƧŜŎǘΩǎ ŦƛƴŀƴŎƛƴƎ sources come from investor/sponsor equity, historic tax credits, land equity from the 

City-owned lot, a municipal loan, and debt from an insurance loan. Total development costs for the 

project come to $32,672,094. (For assumptions and more detail on project sources, see figure 17.) 

 

 

MARKET STUDY 

 

Subject Overview 

This report is for the proposed development of a mixed-use urban infill of 122 market rate apartments 

and 35,000 square feet of retail. The proposed residential structure will be five stories with a maximum 

height of 60 feet and will include over 125 parking spaces on its lower floors. 

 

Purpose 

The market study evaluates the ǇǊƻƧŜŎǘΩǎ feasibility by evaluating the ƳŀǊƪŜǘ ŀǊŜŀΩǎ economic vitality, 

demographic characteristics, surrounding competition, demand, and affordability.  

 

Client 

The report will be submitted to the developer in a context that he can use to sell third party investors or 

debt lenders.  

 

Report Limitations 

The conclusions are inherently subjective and should not be relied upon as a determinative predictor of 

results that will actually occur in the marketplace. There can be no assurance that the estimates made 

or assumptions used in preparing this report will in fact be realized, or that other methods or 

assumptions might not be appropriate. This ǊŜǇƻǊǘΩǎ conclusions are as of the date of this report, and an 

analysis conducted as of another date may generate different conclusions. The actual results will 

depend on a variety of factors, including the performance of management, the impact of changes in 

general and local economic conditions, and the absence of material changes in the regulatory or 

competitive environment.   
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SITE AND NEIGHBORHOOD ANALYSIS 

Site Location 

The site is a vacant lot along Carroll Creek Park in The City of Frederick, between Market Street and 

South Carroll Street with East All Saints Street running along the ǎƛǘŜΩǎ south edge. It is a part of the 

central business district and is zoned DB for Downtown Business. The ǎƛǘŜΩǎ ŘŜǾŜƭƻǇƳŜƴǘ potential is 

strong as the downtown area is a lively and is an attraction for all forms of real estate uses. The Historic 

District offers a unique niche for the retail industry with an assortment of boutique shops, retail stores 

and restaurants.   

 

Existing Uses 

The site is currently vacant, used for public storage and parking during City events that are regularly held 

along Carroll Creek Park path and amphitheater. Most of the site is grassy with a stone access path at 

ǎƛǘŜΩǎ ǎouth end facing East All Saints Street.  

 

Size, Shape and Topography 

The site area is approximately 1.7 acres (75,000 square feet) and will be a consolidated lot of eight other 

lots, seven of which include historic structures. The site is perched on the hillside of Carroll Creek Park 

and looks directly on to the brick amphitheater to the north.  In general, the site is flat with little to no 

slope.  

 

Site Location: Frederick, Maryland 
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Surrounding Land Uses 

45 South Carroll Street from South Carroll Street

 

59 South Carroll Street from the intersection of 
East All Saints Street and South Carroll Street 

 

47 East All Saints Street from East All Saints Street  

 

41 East All Saints Street from East All Saints Street 

 

City property with 45 East All Saints St in the 
background facing South 

 

Rear of 47 East All Saints Street facing Southeast on 
the corner of the City property 
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View from the North end of the City property looking 
East towards the rear of adjacent properties that 
face South Carroll Street 

  

View from Carroll Creek Park facing South towards 
the rear of the City property with the building 45 
East All Saints Street in the background. 

  
 

 

Neighborhood Analysis 

General Description  

The site is located near the east entrance of Carroll Creek Park, in an area where several new structures 

have been built in the past decade. On the ǎƛǘŜΩǎ east side is a five-story condominium building with 

street access units along East All Saints Street. Currently, condos for sale in this building range from 

$180K to $290K. To the ǎƛǘŜΩǎ southeast and diagonally across from 59 South Carroll Street is Frederick 

/ƻǳƴǘȅΩǎ {ƻŎƛŀƭ {ŜǊǾƛŎŜǎ .ǳƛƭŘƛƴƎΣ ǿƘƛŎƘ ƛǎ ŀ aŀǊȅƭŀƴŘ ǎǘŀǘŜ ƎƻǾŜǊƴƳŜƴǘ ŦŀŎƛƭƛǘȅ ǊŜƎǳƭŀǘŜŘ ōȅ ǘƘŜ 

Maryland Department of Human Resources. This Social Services office building appears to have been 

constructed in the past 10 to 15 years and has a brick façade with stone features above dark tinted 

windows. Directly South of 59 South Carroll is a midsized brick building designated as a contributing 

structure in the historic district used as office space. Further east is a recently constructed public parking 

garage serving ǘƘŜ Řƻǿƴǘƻǿƴ ŀǊŜŀΩǎ ǊŜǘŀƛƭ ŀƴŘ ƻŦŦƛŎŜ ǎǇŀŎŜΦ bŜȄǘ ǘƻ ǘƘŜ ǇŀǊƪƛƴƎ ƎŀǊŀƎŜ and facing 

Carroll Creek Park is The Delaplaine Visual Arts Education Center, an artist group in the community since 

1986. The Art Center provides classes, summer camps and rental space that benefit the arts community. 

The Center is a three-story brick building designated as a contributing historic structure. 

 

Frederick Town Historic District  

The site is in the CityΩǎ Frederick Town Historic District and several of the structures planned for 

acquisition are designated as contributing structures to the historic district. A majority of CƛǘȅΩǎ ƘƛǎǘƻǊƛŎ 

structures are well maintained or have been recently restored to provide new uses in the evolving 
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downtown area. Along Market Street and East Patrick Street are an assortment of shops, stores, 

restaurants and other services that make the downtown historic district attractive and lively.   

 

The Frederick Town Historic District is significant for its role as the seat of Frederick County and as a 

regional market and industrial center in Maryland's Piedmont area from the 18th century to the mid- 

20th century. Represented by a wealth of commercial, residential, public and civic, and religious 

architecture in varied styles and forms, the district is also architecturally significant. It includes 

important examples of most of the major architectural styles that characterize the mid-Atlantic regionτ

Federal and Greek Revival, through Italianate, Romanesque and Queen Anne, to the Colonial and 

Spanish Revivals of the first half of the 20th century. During the Civil War, both Union and Confederate 

armies passed through the City on their way to Antietam in 1862; and parts of the Union army went 

north through here on the way to Gettysburg in 1863. Confederate General Jubal Early extorted a 

$200,000 ransom from the City before fighting near the Monocacy River just south. Large numbers of 

wounded soldiers were brought to the City following the nearby battles. (Resource: Maryland National 

Historic Trust)  

 

 

Carroll Creek Park 

The Carroll Creek Park is a City-built amenity in the downtown business district. The site sits directly 

south of the park, perched on a hill approximately 12 to 15 feet above the pedestrian pathway that 

meanders through the downtown. The site, in relation to the park, can offer excellent marketing for 

tenants and all types of uses, as it has proven to be a success with existing businesses.  
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The park was an addition to a flood control initiative started in the early 1990s. The City and State 

invested over $60M in a flood control project to remove most of the downtown district from the FEMA 

floodplain. The park actually sits atop four large stormwater culverts that direct water underground and 

away from the downtown area. The park itself had a price tag of $30M and was worth the CƛǘȅΩǎ 

investment, generating well over $150M in private investment along the parkΩs edge. Several office 

spaces, stores and restaurants face the park, contributing to an active downtown.   

 

The parkΩs success is a result of a quality design and construction.  The brick work throughout the 

pedestrian promenade is impressive, along with the lush landscaping. Other amenities and features that 

make the park unique and dynamic include the stone arched bridges, trellis, benches and amphitheater. 

Directly to the ǎƛǘŜΩǎ ƴorth, the brick amphitheater holds concerts every Thursday evening during the 

warmer months of the year.   

 

 

 

Site Visibility and Accessibility 

The subject site is located at the intersection of East All Saints Street and South Carroll Street. South 

Carroll Street is a primary downtown road that runs parallel to Market Street. Approximately 750 feet to 

the east is the City of Frederick Transit Center, which offers a MARC train station, Greyhound station and 

local bus services. In addition, a local bus stop on the subject site at the corner of South Carroll Street.   
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Furthermore, the site will be highly visibility to workers and visitors who park in the adjacent public 

parking garage, including tourists and locals who visit Carroll Creek Park and shop in the historic 

downtown.  

 

Residential Support Network 

Residents and businesses need a support network of private business and public services that are 

credible and reliable in dealing with an upper-tier clientele. Higher rents will need the support network 

of businesses, schools and hospitals expected by an affluent group of users. 

 

 

 

Map Surrounding Amenities Type Address Dist. 

A US Post Office Office 201 E Patrick St .27 mi. 

B City of Frederick Visitor Center Public Building 151 S East St  1,052 ft. 

C C. Burr Artz Public Library  Public  110 E Patrick St 399 ft. 

D Frederick Travel Center Transportation   962 ft. 

E Harry Grove Stadium (Frederick Keys) Entertainment 21 Stadium Dr .85 mi. 

F Hood College Private College 401 Rosemont Ave 1.21 mi. 
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